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APPLICATION
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Federal Trade Commission
(FTC) Holder Rule

4

4

1/94

Applies to for-profit schools.

Requires 2 things be proven in a court of law:

1. Promised training not provided

AND

2. A business relationship between the
school and the lender exists
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Item 35

“All or Nothing”

Example: subsidized Federal Stafford Loan certified for $400
unsubsidized Federal Stafford Loan certified for $1,000

This lender has a policy setting a minimum loan
amount at $500.

May the lender approve the unsubsidized loan for
$1,000 and the subsidized portion for $0?

NO!

Single exception:  when a loan is certified for less than $200.
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APPLICATION DEADLINE

Applications must be certified by the school prior to the end of the loan period and must be received by
GuaranTec, the Missouri Student Loan Program’s servicer, in time for the school to deliver funds within 90
days of the end of the loan period.

However, a postsecondary educational institution may have policies in place giving deadlines earlier than
the last day of the loan period.

EFC, EFA, COA

☛  Higher Education Amendments of 1998

The school is no longer required to certify the following data elements to the lender on the Stafford Loan
application:

Estimated Financial Assistance (EFA)
Expected Family Contribution (EFC)
Cost of Attendance (COA)

This does not change the school’s requirement to use these data elements to certify Stafford Loans, to
maintain such documentation, and make it available to lender, guarantor or the USDE upon request.

02/99
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APPLICATION PROCESS

Preapproved Lender Program

The Missouri Student Loan Program (MSLP) offers the Preapproved Lender Program to participating
lending institutions.  The agreement provides for the completion of the lender’s section of the application
and approval of the loan on the lender’s behalf by the MSLP’s contract servicer, GuaranTec.  Following
guarantee of the loan, GuaranTec sends the lender (by mail or teletransmission) the promissory note and/or
the Notice of Loan Guarantee and Disclosure Statement (NOG).  This program is intended to streamline
the application process and reduce the lender’s workload in loan origination.

PLUS Preapproved Lender Program

Schools transmit the Federal Parent Loans for Undergraduate Students (PLUS) loan application electroni-
cally to the MSLP’s servicer, GuaranTec.  The GuaranTec system evaluates the application through the
normal edit process.  If the application passes normal edits, a credit check is performed the next day.
GuaranTec personnel determine if the applicant passes or fails the credit check based on the regulatory
definition of adverse credit found in 34 CFR 682.201(b)(1)(C).

If the applicant passes the credit check and the loan is guaranteed in the normal overnight process, the
school will receive notification electronically that the loan is guaranteed the second day.  A copy of the
credit report and the NOG and Disclosure Statement will be provided to the lender.  If the applicant fails the
credit check, a letter is sent to the borrower informing him of the denial.  A copy of the credit report and
denial letter will then be sent to the lender.  The lender may evaluate the credit report and, if extenuating
circumstances exist, the lender may transmit the application for guarantee.  Due to privacy considerations,
and because lenders make the final determination concerning the making of a loan to a borrower deter-
mined to have adverse credit, the MSLP will not provide schools with either the credit report or the denial
letter sent to the borrower.  The MSLP strongly encourages lenders to cooperate fully with any school’s
request for documentation from the lender substantiating the Federal PLUS loan applicant’s denial due to
adverse credit.  Schools are required to obtain and retain such information before certifying additional
unsubsidized Federal Stafford Loan funds for a student.

Nonpreapproved Lender Program

The lender may choose to review and approve all loans prior to guarantee and remain nonpreapproved.
The lender will need to complete the Lender Section of the application.
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TECHNICAL SUPPORT FOR CLIPS

The Missouri Student Loan Program’s (MSLP) servicer, GuaranTec, has a PC Services Help Desk that
takes calls on behalf of the MSLP to answer technical questions about Comprehensive Loan Information
Processing System (CLIPS) transmissions, as well as MSLP applications processed through CommonLineSM

products.  In order for PC Services to be able to better assist callers, remember to keep the following
information in mind:

• If you encounter an error while working on CLIPS, make a print screen of the error message
to help PC Services staff identify the problem.

• Remember to print your Transmit and Receive reports.  If an error occurs, these reports
enable the staff to research specific accounts within the questioned batch.

• Evaluate your procedures regarding back up of the data.  If your computer experiences an
extensive failure, application data may be lost.  See Chapter 8 of the CLIPS manual for more
information.

• You should receive the Transaction Received Report daily to determine if transactions have
been processed by another source.

• Evaluate your procedures for purging records.  To ensure your computer’s disk space remains
adequate to run CLIPS, it may be necessary to purge records from time to time.  After purg-
ing records, it is recommended that you back up the application data and then restore the
application data to complete the purging of the records.  See Chapter 8 of the CLIPS manual
for more information.

If you have questions about your application software, please contact the PC Services Help Desk at (800)
535-HELP (4357).  For questions on how to obtain CLIPS, please contact the MOSTARS (Missouri Student
Assistance Resource Services) Information Center.

02/99



Name 1 Level 1
Middle initial not required.

SSN 2  Level 1

Address 3 Level 1

Telephone Number 4 No follow-up required if missing.

Loan Period 5 If blank and school has certified,
no follow-up required.

Driver�s License # 6 Level 1
Must be n/a or contain a number.
Electronic schools may have transmitted a blank.

Lender Name 7 Level 1
If lender code completed, lender name may be inserted.

Lender Code 8 Level 1
Must be completed in order to obtain a guarantee. Must match
lender code in item 32.

Date of Birth 9 Level 1

References 10 Level 1

Loan Assistance Requested There must be at least one response in item 11a or b. Electronic
school printing applications may determine amount from accepted
award letter.

Requested Subsidized 11 a Level 2
May be on original application or correction form.

Requested Unsubsidized 11b Level 2
May be on original application or correction form.

Requested Amount 12 Level 2 (Same as 11 above.)

Deferment Request 13a & b Level 1

Interest Capitalization 14a & b Level 1

EFT Authorization 15a & b Level 2
If not on original application, a borrower authorization form is
required.

Borrower Signature/Date 16 Level 2
No alterations to the Promissory Note section are allowed.

ELEMENT ITEM REQUIREMENT

continued on back

Stafford Loans
Common Application Correction Process

Level 1 =
� Follow-up required if blank.
� Follow-up may be conducted by lender,

school, or guarantor.
� Documentation must be maintained to

record the source of the information.
� Written confirmation from the student

is not required.

Level 2 =
� Written response is required to correct

the information.
� A correction form may be used unless

correction on application specifically
required.
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School Name 17 Level 1

School Address 18 Level 1

Loan Period 19 Level 1

Grade Level 2 0 Level 1

Enrollment Status 21 Level 1

AG D 2 2 Level 1

School Code/Branch 2 3 Level 1

Cost of Attendance 2 4 Level 1
May not be blank.

EFC 2 5 Level 1
May not be blank.

EF A 2 6 Level 1
May not be blank.

Certified Amount At least one item must be completed by the school.

Subsidized Amount 27a Level 1

Unsubsidized Amount 27b Level 1

Telephone Number 2 8 Level 1

Disbursement Dates 2 9 Level 1

Signature of School Official 3 0 Level 2
Date Correction must occur on application. Correction form not

acceptable. If date is blank, the date may be assumed to be the
date the application was received. Signature not required for
electronically produced application.

Lender Name 31 Level 1
Street Address
City, State, Zip

Lender Code 3 2 Level 1

Telephone Number 3 3 Level 1

Lender Use Only 3 4 No follow-up required.

Approved Amount At least one item must be completed by the lender, unless
preapproved lender.

Subsidized Amount 35a Level 1

Unsubsidized Amount 35b Level 1

Signature of Lending Official 3 6 Level 2, unless preapproved lender. Correction must occur on
application. Correction form not acceptable.

 Note: Schools electronically transmitting data are only required to check the box in the school certification section.
All other items in the school section may be left blank if the box has been checked.
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FEDERAL STAFFORD LOAN MASTER PROMISSORY NOTE (MPN )

Features

• “Multi-year feature” -- A borrower may receive multiple loans over the course of multiple academic
periods with a single Federal Family Education Loan (FFEL) Program note, or the MPN can be used
for single loans made for individual academic periods.

• For Federal Stafford Loans only.

• The earliest implementation date for the MPN is for loan periods beginning on or after July 1, 1999.

• During an interim implementation period, schools may choose whether to use the MPN or the
existing common application and promissory note for Federal Stafford Loans.

• Master Promissory Note  must  be used for  all Federal Stafford Loans  effective for loan periods
beginning on or after July 1, 2000, and for any Federal Stafford Loan certified on or after July 1,
2000, regardless of loan period.

Form Design Changes

• School certification moved to a separate document for schools using paper; otherwise, school
certification can be transmitted electronically.

• Cost of Attendance (COA), Expected Family Contribution (EFC), Estimated Financial Aid (EFA)
are deleted.  This does not change the school’s requirement to use these data elements to certify
Federal Stafford Loans, to maintain such documentation, and to make it available to the lender,
guarantor, or the U. S. Department of Education (USDE) upon request.

• Lender section is deleted.

• Borrower section of the MPN allows for the borrower’s choice of lender.

• Borrower Certifications will appear above the borrower’s signature (not on the back).

• Borrower Authorizations (item #14) will appear above the borrower’s signature.  By signing the
MPN, the borrower authorizes:

Ø A – Certification of eligibility for loans

Ø B – Delivery of proceeds received by Electronic Funds Transfer (EFT) or master check

Ø C – Payment of any refunds to the lender

Ø D – Investigation of the borrower’s credit record

Ø E – Alignment of repayment and capitalization of interest during forbearance and deferment
periods (item #12 asks the borrower to check if he/she wishes to pay unsubsidized interest while in
school), and
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Ø F, G – Release of information

• Requested Loan Amount (item #11)

Ø The borrower may request a specific amount for the initial loan in the multi-year process, or for
a single loan made for a single academic period.

Ø By leaving item #11 blank, the borrower authorizes the school to certify the full amount for
which he/she is eligible, as determined by the school.

Multi-Year Feature

• Authorized by Section 432(m)(1)(D) of the Higher Education Act of 1965, as amended (HEA), as
revised by the Higher Education Amendments of 1998.

• Target group – students attending schools with longer educational programs who receive multiple
loans.

• Initially approved for four-year schools, and graduate/professional schools.

• USDE may exclude specific schools from having the authority to use the multi-year feature of the
MPN.

• Other schools may be designated by the USDE to participate.

• USDE will publish a list of schools eligible to participate.  Updates will be provided on a consistent
basis.

• It is the lender’s responsibility to ensure that a loan is supported by a valid, signed MPN.  A
guarantor may elect to assist in this process.

• A student’s eligibility for participation in the multi-year process is  school-specific, not program-
specific.  If the student attends an eligible school, the student’s program length is irrelevant.

• If the student transfers to a school that is not eligible to participate in the multi-year process, it is the
LENDER’S responsibility to obtain a new signed MPN for attendance at the new school.

• A new MPN is not required if the student transfers to a school eligible to participate in the multi-year
process, or if the guarantor changes.

• Schools may request that some or all of their students sign a new MPN.  The school should notify the
lender of the request.

• The multi-year feature of the MPN  automatically expires  upon the earliest of:

Ø The date the lender receives written notification from the student revoking the MPN

Ø Twelve months after the original MPN was signed if no disbursements were ever made under
that note, or

Ø Ten years from the date the student signed the MPN.  However, if a portion of a loan is made on
or before ten years from the signature date, remaining disbursements of the loan can be made.
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• A new MPN is not required if the lender changes as the result of a merger or acquisition.

• A new MPN is not required if loans are sold and the acquiring lender assumes the right to offer
subsequent loans under the MPN.  In those cases, the original note can continue to be used by the
new lender.

• All loans made under an MPN are governed by and enforceable under the terms and conditions of
the MPN.  Statutory or regulatory changes that affect subsequent loans will be disclosed by the
lender at or before disbursement of the affected loan.

• The borrower’s obligation to repay any loan made under an MPN is established by whether the loan
was disbursed and whether the student for whom the loan was made received the benefit of the loan.

• By accepting disbursements issued at any time under the MPN, the borrower accepts the obligation to
repay.

• If one of a series of loans made under the MPN defaults (or is otherwise filed as a claim for
insurance), it is eligible for claim payment based on a true and exact copy of the MPN.

Notification or Confirmation

Confirmation – borrower takes action to confirm the proposed type and amount of loans, or to request a
specific loan amount.

Ø The school and the lender must have in place a process or processes for providing confirmation
or notification.

Notification – student is not required to take active steps to confirm the loan.

Ø The student is notified of the proposed loan package and required to take action only if he/she
wants to reject or modify the loan type or amount.

• The borrower must be notified of or must have confirmed the proposed dollar amount, by type of
loan (subsidized or unsubsidized), for each loan to be awarded for the loan period.

• The notification and confirmation processes can be part of and/or can supplement existing required
notices and disclosures.

• Although the lender’s (or guarantor’s) initial disclosure is a notification action, it cannot be the only
process supporting the loan.  The school or lender must provide another notification or confirmation
process.

• USDE will not require specific procedures to accomplish confirmation or notification.

• Schools and lenders must document their standard confirmation or notification process(es).

• Confirmation points can be established by the school or lender and may require the student to
confirm each loan or each loan disbursement.

• Confirmation or notification will not be reviewed in evaluating a claim.  A claim will not be denied
based on the lack of evidence relating to confirmation or notification.  However, if a court rules that
a loan is unenforceable solely because of the lack of evidence of confirmation or notification,
insurance and reinsurance benefits must be repaid.
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LENDER’S INITIAL DISCLOSURE

See Common Manual subsection 6.1.I. for more information.

At or before the time of the first disbursement of a Federal Stafford or Federal Parent Loans for
Undergraduate Students (PLUS) loan, the lender must provide the following information to the
borrower:

• The lender’s name and the address to which correspondence with the lender and payments should
be sent

• The principal balance

• The amount of any charges, including the origination fee and, if applicable, the guarantee fee, along
with an explanation of whether those charges are being deducted from the loan or paid separately
by the borrower

• The actual interest rate and the interest rate formula

• The annual and aggregate maximum loan amounts that may be borrowed (loan limits)

• A statement that information on the loan, including the date and amount of disbursements, will
be reported to a national credit bureau

• An explanation of when repayment is required and when the borrower is required to pay accruing
interest

• The minimum and maximum repayment term; the minimum annual payment amount

• An explanation of any options the borrower may have for consolidating or refinancing

• A statement that the borrower has the right to repay all or part of the loan at any time

• A statement describing the circumstances under which the borrower may defer repayment of
principal or accruing interest

• A statement of the availability of the Department of Defense program for repayment of loans on
the basis of military service

• A statement on the consequences of default

• An explanation of how accepting the loan may affect the student’s eligibility for other financial aid

• An explanation of any costs the borrower may incur in the making or collecting of the loan

• A statement that the loan proceeds will be transmitted to the school for delivery to the borrower

• Cumulative outstanding balance owed to the lender, including the loan applied for, and an
estimate of – or information that permits the borrower to estimate – the projected monthly
payment amount based on the cumulative balance
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☛ Higher Education Amendments of 1998

The lender must provide an initial disclosure to the borrower, in simple and understandable terms, in a
written or electronic format.  In addition to the items listed above, the initial disclosure must also
include the lender’s telephone number and, at the lender’s option, an electronic address from which the
borrower can obtain additional loan information.

02/99
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PLAIN ENGLISH DISCLOSURE

Dear Student Loan Customer:

We want you to be aware of your rights and responsibilities to this loan.  These were previously described
for you in the promissory note you signed and in the materials you received with your application.  A check
will be mailed or the funds transferred electronically to the school on the date(s) indicated in the enclosed
disclosure statement.  You may inquire at your school�s financial aid office.

Please remember this student loan is your debt and must be repaid.  If you leave school or cease to carry at
least one-half the normal academic workload, you must contact your lender immediately to set up a repay-
ment schedule.  You may be eligible to defer repayment of your loan under certain circumstances as de-
scribed to you in materials you have previously received.  You may prepay your loan at any time without
penalty.  You must keep your lender informed of changes in your address and enrollment status in school.

Your loan may be sold or transferred from your original lender to a new holder.  If a sale or transfer occurs,
you will be notified by both the seller and the purchaser.

As a reminder, failure to repay your loan according to its terms and conditions will result in reporting your
default to a national credit bureau and may result in any or all of the following:

� Loss of federal treasury payment and/or state income tax refund
� Legal action and/or collection costs
� Loss of eligibility for federal student aid
� Difficulty in obtaining other credit
� Garnishment of wages

If you have any questions, please contact (lender name) at (lender phone number).

We wish you success in your educational pursuits and hope to continue to be of service to you.

Sincerely,

NOTE:  This  sample language may be used for subsidized or unsubsidized Federal Stafford Loans and is
intended to be mailed to the borrower.  It must be modified, as appropriate, to apply to Federal PLUS and
Federal Consolidation Loans.
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